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THRIFT PBOM THE LIFE INSURANCE VIEWPOINT 



By ELMER E. RITTENHOUSE 

NEW YOEK CITY 



LIFE insurance has been diligently working in the thrift vineyard 
for many years. For more than two generations it has been 
carrying its message of providence, of rational economy, of preparedness 
against adversity, into the homes of our people. Its greatest foe has been 
extravagance and the spendthrift tendency of the times. But in spite 
of these enemies, it has induced a vast body of Americans to conserve 
at least some of the fruits of their thrift. Its success has been far 
beyond the wildest dreams of its pioneers. It has not only been suc- 
cessful in promoting thrift, but through the investments of the immense . 
accumulation of savings of its patrons, it is helping to keep the wheels 
of progress in motion by helping to develop commerce and the resources 
of our country. It has become a mighty constructive factor in our 
national life. It has observed the (per capita) wealth of our people 
increase over 500 per cent, in sixty years, and bring with it a train of 
new and costly living conditions. 

In these days of prosperity, prodigality and waste, almost any man 
can earn money, but it takes a wise man to induce him to save much of 
it. We have an excessive number of people who are living up their 
entire earnings; we have many living beyond their means and mort- 
gaging their future earning power in the pursuit of pleasure and luxury. 
Their motto is : " Be a sport, spend it to-day ; to-morrow may not come." 
But to-morrow does come. And then, minus earning power, their pride 
and independence is suddenly changed to humiliation, and dependence 
upon others for their daily bread. 

Scattered throughout the homes of our land, from miserable shacks 
to humble and pretentious cottages and dwellings, and even in man- 
sions, are thousands of dependent people who have passed out of their 
earning period financially helpless. But still their fate holds no lesson 
for many people. With all our wealth and pride and independence, we 
still have a large number of men who are willing to leave their families 

1 Papers presented before the Section of Social and Economic Science of the 
American Association for the Advancement of Science, December 28 and 29, 
1916, and communicated to The Scientific Monthly by the secretary of the 
section, Seymour A. Loomis. 
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to eat the bread of charity from the reluctant hands of relatives or of 
the state, rather than to practise a little economy and to provide them 
at least with life insurance protection. 

We rejoice to know that our prosperity is unprecedented, that we 
have more homes, more schools, more savings bank deposits, more food, 
more clothes and more time for pleasure than ever before, but we must 
not forget that the worthy poor, as well as the improvident and wasteful 
poor, are still with us. It is a glorious thing to know that so far as 
necessities and comforts are concerned our people have a higher standard 
of living than those of other countries, but this can not serve as an ex- 
cuse for them to abandon all prudence in expenditures and to wallow in 
costly luxuries and pleasures, oblivious of the lean, non-productive years 
that are to come. 

There are still several millions of Americans needing life insurance, 
and this number is augmented every year by the young who reach the 
insurable age. To these people life insurance is appealing with steadily 
increasing success. But it does not succeed by trying to frighten people 
into the fold. It is useless to point to the fate of Persia, Athens, Eome 
or Bourbon Prance. It points to a lesson nearer home. It appeals to 
the man who wants to be independent instead of dependent in his old 
age. It appeals to his natural desire to protect " his own " against the 
chilly blasts of adversity when he can no longer protect them. These 
are the sort of people who constitute the vast army of breadwinners who 
carry life insurance in our country. These are the people who have 
made it possible for the American companies to place in force more life 
insurance than all the rest of the world combined. These are the people 
who have taken upon themselves the most stupendous financial obliga- 
tion for the benefit of others the world has ever known. A more mag- 
nificent monument to unselfish thrift could not be conceived than the 
immense and growing volume of American life insurance. 

But even in the operations of this great thrift-promoting institution 
we find striking evidences of the extravagance and improvidence prevail- 
ing among a large portion of our people. In contemplating the marvel- 
ous achievements of American life insurance, we are apt to overlook the 
costly obstacles that obstruct the path of its managers. Owing to a 
peculiar phase of human nature, the individual will not take the initia- 
tive. He will go to stores to buy the necessities and luxuries of life, he 
will go to the bank to deposit his money, he will even seek fire insurance, 
but he will not go to the life insurance office and apply for protection. 
Life insurance like religion must constantly be preached and urged upon 
him. He knows that he should have this protection, but it takes the 
most tactful and persistent pleading to induce him to act upon his 
conviction. The insurance missionary must call upon him anywhere 
from one to half a dozen times, a process which may cover a period of 



LIFE INSURANCE PROBLEMS 



3°3 



weeks or months, before he will sign the application and appear for 
physical examination. And even after all this patient work, only a 
fraction of those solicited take insurance. Surely the life insurance 
thrift missionary is a most deserving public benefactor. 

After the individual is insured, comes the difficult task of keeping 
him insured. The same improvident tendency which accounts for the 
reluctance of so many to take insurance induces these people to lapse 
or abandon it upon slight excuse. No more striking evidence of the 
spendthrift tendencies of our people can be found than in the waste re- 
sulting from the needless lapse and surrender of life insurance policies. 
It is true that many of these lapses are due to financial reverses, but the 
practise of a little economy would prevent the most of this loss which 
includes not only the insurance protection but the cost of putting it 
on the books. 

Life insurance companies are deeply concerned in keeping this waste, 
for which the policyholder is responsible, at the lowest possible point, 
but long experience has demonstrated that it is one of the permanent un- 
avoidable expenses of the business. The following table indicates the 
new business written and the old business lost by lapse and surrender 
during the past thirty years by companies reporting to the New York 
State Insurance Department: 



Year 


New Insurance 
Written, 
Millions 


Insurance Lost by 

Lapse and Surrender, 

Millions 


Ratio Loss 

to New Insurance 

(Per Cent.) 


1885 


$327 
726 
769 
1,230 
1,562 
1,363 
1,928 


$123 
240 
418 
425 
644 
514 
818 


37.6 


1890 


33.1 


1895 


54.4 


1900 : 


34.6 


1905 


41.2 


1910.. 


37 7 


1915 


42 4 







It will be noted that the extraordinary progress of American life 
insurance has been made in spite of the fact that in many years, owing 
to the lapsing habit, it had to advance three steps to get ahead two. 
In some years the increase has been cut in half by the same cause. It is 
estimated that it cost the policyholders over 28 million dollars to put on 
the books the 818 million dollars of insurance which they voluntarily 
abandoned in 1915. 

Another impressive evidence of the tendency of our people to suc- 
cumb to the temptation to withdraw and spend savings which they have 
deposited, is found in the extraordinary increase in the money borrowed 
by policyholders from their insurance reserves during recent years. 
This is indicated in the following table which relates to all American 
companies : 
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Loans to Policy Per Cent, of Loans 

Year Holders to Reserves 

1890 $19,903,242 3.0 

1895 35,524,530 3.6 

1900 88,500,575 6.1 

1905 225,568,149 9.8 

1910 495,099,854 15.4 

1915 779,158,909 17.9 

In thus withdrawing their reserves policyholders are in effect bor- 
rowing from the widow and orphan. Only about ten per cent, of these 
loans are repaid, and, therefore, must be deducted from the insurance 
money when the claim is paid. While this practise, which is now 
authorized by law, is a great convenience in time of financial stress, it 
also operates greatly to the disadvantage of the beneficiary, and, in a 
sense, neutralizes the purpose for which the insurance was taken. 
Moreover it is an encouragement to the wasteful tendency of the day 
and should be restricted to premium-paying purposes only. 

It may seem idle to assemble statistics to demonstrate our most con- 
spicuously obvious trait, extravagance, but the temptation to do so to im- 
press the mind with the magnitude of the problem is not easy to resist. 
The following information may also assist in a better understanding of 
the institution of life insurance. The amount spent annually by our 
people for automobiles would give every married woman in the United 
States, rich and poor alike, $1,000 of life insurance protection. The 
money saved from a 30 per cent, reduction in the yearly consumption 
of intoxicating drinks, tobacco, jewelry and confectionery would give 
every married woman in the United States, $2,000 of life insurance 
protection. The total amount spent annually for intoxicating drinks 
would buy each married woman in the United States, $3,500 of life 
insurance. Every insurable person in the United States could have an 
average of $1,000 of life insurance by saving the price of a daily ten 
cent cigar. 

It is equally interesting, and far more gratifying to try to visualize 
the wonderful contribution to human happiness which our people have 
made through their life insurance deposits. It may be well to note first 
a fact indicating the public-service character of the institution of life 
insurance. It returns nearly all of its savings and earnings to policy- 
holders, as most of the companies are on the mutual or participating 
plan. The combined companies, stock and mutual, operating in the 
state of New York have returned savings and earnings as follows : 

Dividends Per Cent. 

In 50 years: 

To policyholders $1,423,000,000 97.7 

To stockholders 34,000,000 2.3 

In 1915: 

To policyholders 106,065,500 98.7 

To stockholders 1,446,729 1.3 
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From this it should be clear to every mind that life insurance is a real 
public service institution and should not be classed with ordinary profit- 
making enterprises in considering corporation problems. It should 
also be remembered that in this business the freest competition exists 
and that no combination to charge unfair rates is possible. 

In the Spectator Year Booh is found a brief analysis of the busi- 
ness of 187 life insurance companies since their organization. The old- 
est of these companies has existed 73 years; 126 of them are less than 
fifteen years old. These companies have paid in death claims since their 
organization to date, in round figures, 4 billion dollars which is more 
than the total money in circulation in the United States. This sum 
would give 608 thousand widows and orphans three meals a day for 
twenty years. It would provide 800 thousand cottage homes at five 
thousand dollars each. It has sustained a vast number of people in the 
hour of their greatest need and has assisted in the education of a multi- 
tude of orphaned children. 

It is especially impressive when we stop to think that but for the 
institution of life insurance and the urging of life insurance missionaries, 
virtually all of this vast sum would have been frittered away in small 
and needless expenditures, and that the great human service which it 
has performed would have been lost to our people. In addition to this 
sum paid to beneficiaries these companies since their organization also 
paid, in round figures, to policyholders in endowments and annuities 
966 million dollars and for surrendered policies 1,488 million dollars 
and in dividends 1,450 million dollars, making their total payment to 
beneficiaries and policyholders nearly eight billion dollars. And they 
still have on hand in assets 5,140 million dollars, chiefly in reserves. 
These assets exceed the total deposits in the savings banks of the 
United States. They would pay the national debt almost five times over. 
Back of these assets is the most stupendous obligation for human welfare 
ever undertaken by a people. There is over 22 billion dollars in legal 
reserve life insurance now in force in American companies. 

We may comprehend at least to some degree the magnitude of this 
wonderful monument to the persistency and efficiency of life insurance 
men in promoting the saving habit by using the simple method of visual- 
izing the dollar bill — a document with which some of us may be familiar. 
Let us put this 22 billion dollars of life insurance in a strip of one dollar 
bills. In this form they would reach from New York to San Francisco 
763.6 times and cover the ground to a width of 191 feet clear across the 
continent. They could belt the earth at the Equator 97.7 times at a 
width of 24 feet. They would reach from the earth to the moon 
(238,850 miles) ten times in a streamer 2£ feet wide. If it were pos- 
sible to count this sum continuously at the rate of one bill per second 
during every eight-hour working day, it would take one man 2,521 years 

vol. iv. — 20. 
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or 1,000 men 1\ years to complete the job. This- may be a common 
and fanciful method of attempting to comprehend a large sum of money 
but any plan is permissible that will convey, even in a degree, to the 
average mind the immensity of the contribution to human welfare which 
the American people have given and arranged for through the instru- 
mentality of life insurance. 

It must be remembered that thanks to the life insurance reserve 
plan, every one of these 22 billion dollars will actually and certainly be 
paid to beneficiaries if the premium payer fulfills his part of the con- 
tract. Last year the work of meeting this stupendous obligation went 
on at the rate of $783,470 per working day in death claims. This steady 
stream of gold is being poured into the laps of the widows and orphans 
of our country at the rate of $1,632 per minute for every eight hours of 
every working day in the year. Its volume is increasing daily under the 
influence of the life insurance missionaries who are at work in every city, 
village and hamlet of the land teaching thrift and the conservation of its 
fruits. 

From this brief and informal review, an idea may be gained of the 
work life insurance has already done and is now doing in the field of 
thrift education. By closer cooperation between the various agencies 
concerned in this problem, including the press, much progress can be 
made. In this connection, policyholders would be wise to deposit their 
premiums in weekly or monthly installments in banks and have their 
premium payments made by the bank to avoid the possibility of lapsing 
through oversight. Some banks are already advertising for such 
deposits. Heretofore, when the rapid drive of American progress has 
run us into danger, wise leaders have set in motion a public sentiment 
or other force which has guided us safely from the threatening peril. 
Let us hope that a similar service may result from the thrift educational 
movement. May it take definite, permanent and national form and grow 
in strength and influence until its message is firmly fixed in the mind 
of every American. 



SOME FALLACIES OF COMPULSORY HEALTH INSURANCE 

BY FREDERICK L. HOFFMAN, LL.D. 

STATISTICIAN, PRUDENTIAL INSURANCE COMPANY OF AMERICA 

THE public discussion of compulsory health insurance has assumed 
an exceedingly dangerous phase. The discussion has become a 
question of practical politics in that it underlies a contemplated move- 
ment for state legislation more or less contrary to long-established prin- 
ciples of our, government. Compulsion or coercion in matters of social 



